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I ; ' 
, - .>  T I E  POLITICS OF KNOWLEDGE ,_ 

1 ;  1 :  

I have chosen t h e  t i t l e  "The P o l i t i c s  o f  Knowledge'' f o r  my 

remarks t h i s  evening because it seems t o  express  i n  a fzw.words 
* 

t h e  problems which confront  u s  mutual ly .  I u se  t h e  sometimes 

unrespected word " p o l i t i c s "  as meaning t h e  science o r  a r t  of  

govgrnment i n  a democracy. The .ex ten t  t h a t  t h e  p u b l i c  funds of  t h e  

United S t a t e s  a r e  app l i ed  t o  va r ious  a s p e c t s  o f  c o s t s  of  ope ra t ing  * - 

our  co l l eges  and universi t ies  i s  t h e  measure of  t h e  p u b l i c ' s  o r  the 

n o l i t i c a l  i n t e r e s t .  

n a t i o n a l  budget (exc lus ive  o f  our  war and othe? m i l i t a r y  c o s t s  

A t  t h e  p re sen t  time about 13 percent  o f  o u r  
4 

i n  Southeast  Asia) i s  a l l o t t e d  f o r  one purpose o r  another  t o  un ive r s i -  

t i e s  o r  co l l eges .  This  amounts t o  over 20 b i l l i o n  d o l l a r s  o f  a 

t o t a l  budget o u t l a y  o f  some 152 b i l l i o n  d o l l a r s .  Any time pub l i c  

expendi tures  reach t h i s  l eve1 , the  management o f  t h e s e  funds becomes 

a matter of p o l i t i c a l  i n t e r e s t .  I n  western s o c i e t i e s  t h e r e  i s  a 

mandate t h a t  t h e  funds be expended economically and e f f i c i e n t l y ,  

t h a t  t h e  r e s u l t s  be e f f e c t i v e ,  and t h a t  a l l  o f  t h i s  be p u b l i c l y  

accounted f o r .  
: ', 



You know t h e  f igures j u s t  c i t e d .  I mention them only  t o  provide 

11s Fcneral  terms o f  r e fe rence  and t o  remind us a l l  t h a t  we have t h i s  

r e s p o n s i b i l i t y  o f  pub l i c  a c c o u n t a b i l i t y  i n  t h e  funds t h a t  aye appl ied  

t o  producing more and more knowlcdgc,just as we have f o r  taxpayers '  

d o l l a r s  spent  f o r  any o t h e r  s e r v i c e s  provided by government a t  any 

l e v e l .  In  o t h e r  words, we i n  t h e  government and you i n  t h e  u n i v e r s i t i e s  

and c o l l e g e s  do have a p o l i t i c a l  a c c o u n t a b i l i t y  i n  being a b l e  t o  

I * '  

af f i rm t o  any i n t e r e s t e d  p a r t y ,  be it a c i t i z e n s  group o r  a congressional  

commiteee, t h a t  pub l i c  funds are  wisely awarded and p ruden t ly  expended. 

This  i s  i n  p a r t  what I mean by t h e  cem " t h e  Dolitics of knowlednEf'.. 

If t h e r e  i s  one theme t h a t  must c o n s i s t e n t l y  r e p e a t  i t s e l f  i n  * 

your minds day a f t e r  day it must be t h a t  knowledge not  on ly  c o s t s  

money but  t h a t  every year  it c o s t s  more money. A t  t h e  same time 

t h e  demand f o r  knowledge i s  always on t h e  inc rease .  This  i s  t h e  

t r eadmi l l  t h a t  has  brought Federal  funds on an inc reas ing  s c a l e ,  i n  a 

growing v a r i e t y  o f  ways, i n t o  our  educa t iona l  i n s t i t u t i o n s .  And with 

t h a t  r i s e  i n  Federal  p a r t i c i p a t i o n  i n  t h e  budgets o f  our  co l l eges  

and u n i v e r s i t i e s - - p r e s e n t l y  over  20 percent  o f  t h e  to t a l - -has  come 

inc reas ing  congressional  a t t e n t i o n  and i n t e r e s t  i n  how t h e  funds 

are  spen t .  

This  t r end  will cont inue  and probably rise because knowledge 

and t h e  need f o r  knowledge i s  ind ispensable  t o  a modern s o c i e t y  

such as our s .  Vlith t h e  except ion o f  ou r  fundamental moral i d e a l s ,  



i 

r e l i g i o u s  p r i n c i p l e s ,  and c o n s t i t u t i o n a l  foundations--without which 

I mere knowledge could be appl ied  i n  any direction--knowledge i s  probably 

t h e  g r e a t e s t  resource  we have. We must have i t ,  i t  c o s t s  money, and.. 
! 

so t h e  ques t ion  c o n t i n u a l l y  before us  a l l  i s  simply: How do wc gee 

t h e  most knowledge from t h e  money we have ava i l ab le?  

This is fundamentally the issue behind t h e  p re sen t  concern 
"< I i 

i n  t h e  Congress as t o  how c o s t s  involved i n  performinggovernment 

c o n t r a c t s  f o r  r e sea rch  and development by t h e  co l l eges  and u n i v e r s i t i e s  

can b e s t  be apport ioned.  

t h e  cu r ren t  work of  t h e  General Accounting Office i n  t h i s  area i n .  

I will have more t o  say  about t h i s  and 

a few minutes.  

The work t h a t  t h e  u n i v e r s i t i e s  and c o l l e g e s  have done f o r  

a number of yea r s  i n  t h e  area o f  r e sea rch  and development, both i n  

b a s i c  and i n  appl ied  research ,  has produced p e a r l s  without p r i c e .  
. 

An a r t i c l e  i n  Science magazine o f  some months ago by D r .  Charles  I I .  

Townes, Nobel Laureate,  p rovides  as a convincing an example o f  

what i s  being done by your i n s t i t u t i o n s  a s  any I know o f .  

Ten yea r s  ago few areas o f  physics  seemed as unpromising from 

t h e  p r a c t i c a l  viewpoint as inves t iga t ions -  of t h e  i n t e r a c t i o n s  between 

microwaves and gas molecules.  U r .  Tomes poin ted  out  t h a t  s i n c e  

p r a c t i c a l  a p p l i c a t i o n s  could not  be c l e a r l y  foreseen  t o  e n t e r  on t h e  

balance s i d e  o f  t h e  ledger  aga ins t  t h e  expendi tures  f o r  r e sea rch  

i n  t h i s  area, p r i v a t e  i n d u s t r i a l  l a b o r a t o r i e s  l e f t  t h i s  area p r imar i ly  



t o  u n i v e r s i t y  r e sca rche r s .  You a l l  know t h e  amazing r e s u l t .  The 

b a s i c  r e sea rch  i n  somc of  your i n s t i t u t i o n s  ProducJthe laser and 

t h e  maser which today are  r evo lu t ion iz ing  many branches o f  technology 

and c r e a t i n g  an e n t i r e l y  neiv and fast-growing indus t ry .  

T h i s  i l l u s t r s t c s  t h e  d i f f i c u l t y  i n  trying to t e s t  proposed 

expendi tures  f o r  r e sea rch  and development on a balance shee t  before  

work i s  undertaken. 

t o  be foreseen  with c e r t a i n t y ,  accomplishments would be" g r e a t l y  

r e s t r i c t e d .  

I f  p o t e n t i a l  b e n e f i t s  of a given p r o j q c t  had 
* '  

Both v i s i o n  and d o l l a r s  are  r equ i r ed  f o r  r e sea rch  and 
. 

develoyment as i n  running a .  h igher  i n s t i t u t i o n  of  l ea rn ing  gene ra l ly .  

SuYbecause one out  of  every f i v e  dollars t h a t  you spend comes, 

from one program o r  another ,  from t h e  Federal  Government, contl 'ols 

:. 'b 

1 -  

t o  g r e a t e r  o f  lesser e x t e n t s  a r e  provided by t h e  Congress i n  t h e  laws 

passcd t o  adminis te r  t h e  programs i t  suppor ts .  
4 

D r .  Lee A .  DuBridge, The sc i ence  a d v i s e r  t o  t h e  P res iden t ,  has 

observed t h a t  t h e s e  c o n t r o l s  can be con t r ac t ed  o r  a l t e r e d  i n  which 

e v e ~ ~ a y s  t h a t  t h e  p u b l i c ,  through t h e  Congress, may demand. This  

i s  another  way of  de f in ing  "The P o l i t i c s  o f  Knowledge." D r .  DuEjridge 

went on t o  say :  

"I t  i s  not  d i f f i c u l t  t o  s e t  f o r t h  i n  a genera l  way t h e  goals 

we a l l  seek t o  achieve i n  t h e  use  o f  s c i e n t i f i c  knowledge. In  t h e  

nega t ive  sense ,  we a l l  w i s h  t o  prevent o r  discourage a p p l i c a t i o n s  o f  
' !  

sc i ence  which are  harmful t o  i nd iv idua l s  o r  t o  groups o f  i n d i v i d u a l s  I 

. . . On t h e  p o s i t i v e  s i d e  we wish t o  encourage and support t hose  
j 
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Rppl ica t ions  o f  sc ience  which . . . will improve t h e  q u a l i t y  of 

l i f e  i n  our  c i t i e s  and i n  r u r a l  areas, which w i l l  reduce the  dangers 

of  wars between na t ions .  

" A l l  t h i s  i s  easy t o  say--and very hard t o  accomplish.  F o r  

example, we a l l  wish t o  reduce a i r  p o l l u t i o n .  One way t o  do t h i s  

( i n  p a r t )  would be t o  p r o h i b i t  t h e  use  of  any v e h i c l e  which burns 

gaso l ine- -or  t o  p r o h i b i t  t h e  s a l e  o f  gaso l ine  i t s e l f .  ; , - a .  \$e might 

a l so  p r o h i b i t  t h e  ope ra t ion  of any i n d u s t r i a l  f a c i l i t y  which d ischarges  
Y .  

contaminating products  i n t o  t h e  atmosphere. 

methods a re  c l e a r l y  undes i r ab le  and unworkable. 

encourage r e sea rch  aimed a t  t h e  development of  b e t t e r  technology 

f o r  reducing such p o l l u t i o n .  

But such sledgehammer 

A b e t t e r  way i s l t o  
r 

* -  
4 

And then  when b e t t e r  technology 

i s  a v a i l a b l e ,  t o  encourage o r  r e q u i r e  i t s  u t i l i z a t i o n .  

"This i s  indeed being done--though t h e  pace of  advance may 
\ 

seem slow. More funds a r e  needed €or  t h e  support  of  research  i n  

p o l l u t i o n  technology and f o r  environmental technology i n  gene ra l .  

The p re sen t  Adminis t ra t ion i n  Washington i s  now seeking new mechanisms 

t o  improve and expand our  a c t i v i t i e s  i n  t h i s  d i rec t ion- -and  new 

mechanisms f o r  t h e  con t ro l  and prevent ion  o f  pol lut ion--such as t h e  

r ecen t  Santa  Barbara o i l  d i s a s t e r .  New knowledge and new technologies  

a r e  needed as  well  as b e t t e r  r e g u l a t i o n  and management, us ing  e x i s t i n g  

technologies ;  

"Th i s  is but  one esample--and t h e r e  a re  h o s t s  o f  o the r s - - in  which 

a primary r o l e  of government should be  a p o s i t i v e  and not  s o l e l y  a 

-5- 



negat ive  one. , Science,  throughout the ages, has on t h e  whole 

beer, p u t  t o  enormous b e n e f i c i a l  uses--and even g r e a t e r  o p p o r t u n i t i e s  

i i c  ahcad. 

c a p i t a l i z e  on ou r  knowledge and on our  t a l e n t s  can pay g r e a t  dividends.  

P o s i t i v e  measurcs t o  enhance o u r  oppor tun i t i e s  t o  

An important r o l e  o f  government i s  t o  remove b a r r i e r s  and t o  speed 

progress  i n  many f r u i t f u l  areas. 

"1 t r u s t  t h a t  t h e  g r e a t  American u n i v e r s i t i e s .  . ;*can assist 
V '  

i n  t h i s  endeavor. I hope you can invent  innovat ive  ways f o r  organiz ing  

i n t e r d i s c i p l i n a r y  programs' f o r  br inging  our  knowledge and our  t a l e n t s  

i n  sc i ence  and s o c i a l  s c i ence  t o  bear  on t h e  problems of  our  s o c i e t y .  
r 

I hope t h a t  p r i v a t e  and l o c a l  funds can be  found f o r  t h e s e  e n t e r p r i s e s  
f -  

$ 

s i n c e  Federal  funding i s  bound t o  be slow and cumbersome and o f t e n  

i n h i b i t i n g  when wholly new and r a d i c a l  approaches a r e  being s tudied."  , 

I 

STUDY OF INDIRECT COST OF RESEARCH 

As most of  you are  probably wel l  aware, t h e  General Accounting 

Of f i ce  r e c e n t l y  conducted a s tudy  of  t h e  i n d i r e c t  c o s t  o f  research  

sponsored by t h e  Federal  Government a t  educa t iona l  and o t h e r  nonprof i t  

i n s t i t u t i o n s ,  p r imar i ly  r e sea rch  performed by co l l eges  and u n i v e r s i t i e s .  

Representa t ives  of The Nat ional  Assoc ia t ion  o f  College and Univers i ty  

Business O f f i c e r s  and t h e  American Council on Education were of  inva l -  'j r 

uab le  a s s i s t a n c e  t o  us . - in  planning and ca r ry ing  out  ou r  assignment i n  

t h e  s h o r t  t ime a l l o t t e d  t o  us .  

-6- 



i wouid p a r t i c u l a r l y  l i k e  t o  c a l l  a t t e n t i o n  t o  t h e  c o n t r i b u t i o n s  

of Iloward P. \Vile, Executive Di rec to r  of  NACUBO's  Committee on 

Governmental Rela t ions ;  of  Gohn F .  Norse and Lawrence P e t t i t t  o f  t h e  

American Council on Education; a s  well as those  of  D r .  Lincoln Gordon, 

Chaiman of t h e  Ad Hoc Committee on I n d i r e c t  Costs ,  Commission on 

Federal  Rela t ions ,  American Council on Education. 
\ L- 

For f i s c a l  yea r s  1966 through 1968, t h e  appropriaei 'on acts  o f  t h e  
Y '  

var ious  Government agencies  awarding g r a n t s  f o r  t h e  conduce o f  

r e sea rch  contained a p rov i s ion  r e q u i r i n g  c o s t  sha r ing  by r e c i p i e n t s .  

These aces i n s t r u c t e d  t h e  Federal  agencies  t h a t  none of  t h e  funds 

provided should be used t o  pay any r e c i p i e n t  o f  a gran t  f o r  t h e  

conduct of  a r e sea rch  p r o j e c t  "an amount equal t o  as much as t h e  

r 

. -  
k 

e n t i r e  c o s t  o f  such p r o j e c t  . If 
The so -ca l l ed  'Wansfield amendment'! propo?ed by Senator  Flike 

Mansfield t o  t h e  Department of Defense Appropriat ion Act of  1969 

would have r e i n s t i t u t e d  a p r a c t i c e  which had been i n  e f f e c t  i n  t h e  

yea r s  preceding adopt ion o f  t h e  l e g i s l a t i v e  requirement f o r  c o s t  

shar ing .  This  was t h e  p r a c t i c e  of  f i x i n g  a percentage l i m i t a t i o n  on 

t h e  amount of  overhead which an agency could reimburse t h e  holder  

o f  a research  award. T'nc Mansfield amendment proposed t h a t  no p a r t  

o f  t h e  funds provided should be used t o  pay any r e c i p i e n t  o f  a g r a n t  

o r  c o n t r a c t  f o r  t h e  conduct o f  a r e sea rch  p r o j e c t  an amount for 

i n d i r e c t  expenses " in  excess  o f  25 per centum o f  t h e  d i r e c t  cos t s . "  

-7-  



The Senate  passed t h e  amendment a f t e r  making i t s  provis ions  

/ app l i cab le  only  t o  t h e  Departmcnt o f  Defense r a t h e r  than  t o  a l l  

appropr i a t ion  acts.  

r e t a ined  t h e  language of  previous yea r s '  acrs. 

The b i $ l  approved by t h e  House o f  Representa t ives  
/ 

A conference committee appointed t o  r e so lve  d i f f e r e n c e s  i n  t h e  

b i l l s  apparent ly  cou ldn ' t  agree  on e i t h e r  p rov i s ion  and d i r e c t e d  

t h a t  t h e  language of both t h e  House ( c o s t - s h a r i n g j  and"the (Senate 

(25-percent l i m i t a t i o n  on i n d i r e c t  c o s t s )  be s t r i c k e n  from t h e  b i l l .  
* '  

The conference committee s t a t e d  t h a t  new and comprehensive 

s t u d i e s  should be made o f  t h e  e n t i r e  a r e a  by t h e  General Accounting 

Office, by appropr i a t e  l e g i s l a t i v e  committees, and by t h e  appropr i a t ion  

committees. 

? 

7 -  

$ 

The s t u d i e s  should be d i r e c t e d  toward achieving a uniform 

formula f o r  t h e  a s c e r t a i n i n g  o f  i n d i r e c t  c o s t s  on r e sea rch  g r a n t s  

throughout t h e  e n t i r e  Government. The Governmpt should set  t h e  b a s i s  

f o r  i n d i r e c t  c o s t s  based upon sound account ing p r i n c i p l e s .  

The committee r e p o r t  s t a t e d  t h a t  i f  such a l l o c a t i o n  between 

d i r e c t  and i n d i r e c t  c o s t s  i s  p rope r ly  made, it would appear t h a t  t h e  

proper  propor t ion  o f  i n d i r e c t  c o s t s  t o  d i r e c t  c o s t s  should no t  exceed 

25 percent .  

The i n t e n t  o f  t h e  conference comrlirtee was t r ansmi t t ed  t o  t h e  

General Accounting Office October 11 by l e t t e r  from Representa t ive  

George H. iclahon, Cnairman o f  t h e  House Committee on Appropriat ions.  L/ 



APPROACII TAKEN BY GAO 

ii'e proceeded wi th in  GAO io cons ider  p r a c t i c a b l e  approaches t o  

such a szudy. I t  was d i f f i c u l t  t o  c l e a r l y  i d e n t i f y  any widely 

he ld  viewpoint on t h e  s p e c i f i c  problem or problems which t r i g g e r e d  

t h e  r eques t .  

Due t o  t h e  n a t i o n a l  e l e c t i o n ,  we were not  a b l e  t o  me$t with 
* '  

r e p r e s e n t a t i v e s  o f  t h e  appropr i a t ions  and o t h e r  committees t o  o b t a i n  

t h e i r  i deas  on what should be  covered i n  our  s tudy  u n t i l  t h e  

' middle of November. We then  learned  t h a t  t h e  Committees o f  t h e  

Congress d i d  not  p l a n  t o  conduct any s t u d i e s  of  t h e i r  o m ;  t h a t  a 

no congressional  hear ings  were contemplated u n t i l  af ter  we completed - 

our  s tudy;  and t h a t  t h e  committees were hopeful t h a t  t h e  GAO could 

come up wirh a r e a l i s t i c  approach t o  t h e  c o s t  s h a r i n g / i n d i r e c t  c o s t  

l i m i t a t i o n  impasse. 
4 , 

Probably t h e  most important t h i n g  we learned  from t h e s e  meetings 

was t h e  t a r g e t  d a t e  f o r  completion of  our  s tudy.  Nei ther  t h e  conference 

r e p o r t  nor  t h e  l e t t e r  from Chairman Mahon had s p e c i f i e d  a deadl ine .  

-. i n i s  f ac t ,  p l u s  t h e  u n p r e d i c t a b i l i t y  of t h e  schedule  of hear ings  by 

t h e  House Appropriat ions Committee upon o rgan iza t ion  of t h e  new Congress, 

caused t h e  Committee t o  r eques t  submission of an in t e r im  r e p o r t  by 

3Iarch 1, 1969. This  d i r e c t i v e  confirmed our t e n t a t i v e  p o s i t i o n  t h a t  

rce would need t o  reduce ou r  work wherever p o s s i b l e  by seeking t h e  

a s s i s t a n c e  of a l l  agencies  and organizazions which might have 

accuy i l a t ed  a body o€ information on t h e  s u b j e c t .  

-9- 



ASS I STANC E OF ACA1)E)lII: ORGAN1 ZATIONS 

O n  November I S ,  r e p r c s e n t a t i v e s  of t h e  GAO met with Mr. D i c k ,  

b I r .  !Yile and bir. IIines o f  KACUBO and Nr. Morse and Mr. P e t t i t t  of , 

the h c r i c a n  Council on Education. T h j s  meeting proved t o  be t h e  

spr ingboard f o r  continuous cooperat ion between our  o rgan iza t ions ,  

through t h e  course  of  our  s tudy  up t o  i ssuance  o f  our r e p o r t  t o  t h e  
i 

'q 

Congress. r c ,  

3fr. Wile made a v a i l a b l e  t o  u s  t h e  r e s u l t s  of  a s tudy  conducted 

the  previous  year  by h i s  Committee on Governmental Rela t ions  o f  on- 

campus overhead r a t e s  o f  64 pub l i c  and p r i v a t e  i n s t i t u t i o n s .  He ' 

obta ined  permission from c e r t a i n  of  t h e  schools  t o  i d e n t i f y  Tales  - 

with p a r t i c u l a r  i n s t i t u t i o n s  so  t h a t  we might u se  t h i s  information 

i n  s e l e c t i n g  a r e p r e s e n t a t i v e  sampling of p r i v a t e  and pub l i c  schools  

with high and low rates  f o r  our  s tudy.  
. 

T'ne American Council on Education suppl ied  us  with voluminous 

l i t e r a t u r e  on i n d i r e c t  c o s t  l i m i t a t i o n s  and c o s t  sha r ing  on research  

grants.  Upon completion of  our  s tudy,  r e p r e s e n t a t i v e s  o f  NACUBO and 

t h e  American Council on Education o f f e r e d  c o n s t r u c t i v e  sugges t ions  

concerning ou r  d r a f t  r e p o r t .  

met with u s  i n  h e l p f u l  d i scuss ions  r e l a t i v e  t o  t h e  p o s i t i o n s  we were 

cons ider ing  .for our  f i n a l  r e p o r t  t o  t h e  Congress. 

O f f i c i a l s  of  t h e s e  o rgan iza t ions  a l s o  

These con t r ibu t ions  have enabled us t o  complete t h e  s tudy  wi th in  

t h e  l imi t ed  time a v a i l a b l e  and t o  issue our  r e p o r t .  
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SCOPE OF G.40 STUDY 

The Fiansfield amendment would have placed an overhead l i m i t a t i o n  

on both g r a n t s  and c o n t r a c t s  f o r  r e sea rch  p r o j e c t s .  The conference ~ 

cormi t tee ,  however, d i r e c t e d  t h a t  szudies  be made toward “achieving 

a uniform formula f o r  t h e  a s c e r t a i n i n g  of  i n d i r e c t  c o s t s  on research  

g ran t s  throughout t h e  en t i r e  Government.” 

t h e  General Accounting Office from Congressman Mahon a l s o  .was l imi t ed  

The r eques t  rece ived  by 
$ * ‘  

t o  r e sea rch  g r a n t s .  

Federal  agencies  having a u t h o r i t y  t o  c o n t r a c t  have been - 

author ized  a l s o  t o  make g r a n t s  f o r  t h e  support  of  r e sea rch  s i n c e  

1955. But t h i s  a u t h o r i t y  has  been l imi t ed  t o  g r a n t s  with i n s t i t u t i o n s  

of  h igher  educat ion  o r  nonprof i t  o rgan iza t ions  p r imar i  1 y engaged i n  

s c i e n t i f i c  research .  Accordingly, we conducted ou r  s tudy  a t  13 

educat ional  i n s t i t u t i o n s ,  two h o s p i t a l s ,  and t d o  nonpro f i t  r e sea rch  
4 

i n s t i t u t i o n s .  Since most of  t h e  b a s i c  r e sea rch  performed o u t s i d e  of  

Government l a b o r a t o r i e s  was conducted by u n i y e r s i e i e s  i n  f i s c a l  yea r  

1968, we concent ra ted  on t h e  educa t iona l  i n s t i t u t i o n s .  The number of 

i n s t i t u t i o n s  included was l imi t ed  by t h e  ‘time a v a i l a b l e .  

Because some agencies  u s e  t h e  c o n t r a c t  instrument  f o r  t h e  same 

type  o f  r e sea rch  t h a t  o t h e r  agencies  o b t a i n  through use  of  t h e  g ran t  

ins t rument ,  we a l s o  reviewed research  c o n t r a c t s  with educat ional  and 

nonpro f i t  i n s t i t u t i o n s .  We did no t  inc lude  development c o n t r a c t s .  

IVe met with o f f i c i a l s  of  t h e  s i x  governmental departments and agencies  

vhich speild t h e  predominant s h a r e  of  Federal  r e sea rch  funds.  \\‘e a l s o  
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obta ined  d a t a  on i n d i r e c t  c o s t  nego t i a t ions  with 190 i n s t i t u t i o n s  

from agency f i les .  

A t  t h e  13 co l l eges  and. u n i v e r s i t i e s  we obtained information on 
? 

the number and amount o f  Government research  g r a n t s  and con ' t racts  

held by t h e  i n s t i t u t i o n ;  t h e  i n d i r e c t  c o s t  rates each proposed; t h e  

bases used t o  a l l o c a t e  c o s t s  t o  Government r e sea rch ;  t h e  a u d i t  and 

n e g o t i a t i o n  r eco rds  support ing de te rmina t ion  o f  a - f i n a l a  overhead 

r a t e ;  and t h e  ex ten t  of p a r t i c i p a t i o n  by t h e  i n s t i t u t i o n  i n  sha r ing  
v .  

c o s t s  of  Government research .  

We s o l i c i t e d  t h e  views of  i n s t i t u t i o n  o f f i c i a l s  regard ing  .the 

impact on r e sea rch  o f  c o s t  r e s t r a i n t s ,  such as t h e  imposi t ion of  a 

f i x e d  l i m i t a t i o n  on overhead reimbursement o r  o f  a mandatory c o s t -  

Y 

. -  
b 

sha r ing  requirement.  

4 

CONCLUSIONS OF GAO STUDY 

As you now know, we concluded from o u r  s tudy  t h a t  a uniform 

€ornula ,  i n  t h e  sense of  a uniform percentage ra te  t o  be app l i ed  to 

d i r e c t  c o s t  o r  some element t h e r e o f ,  would not  r e s u l t  i n  a r e a l i s t i c  

de te rmina t ion  of i n d i r e c t  c o s t ,  based on sound account ing p r i n c i p l e s .  

iSe concluded a l s o  t h a t  it i s  not  f e a s i b l e  t o  determine i n d i r e c t  c o s t  

by a f ixed  method o r  procedure appl ied  uniformly under a l l  cond i t ions .  

Overhead r a t e s  a re  merely a measure o f  t h e  i n d i r e c t  p o r t i o n  o f  the 

rootal cost ,  o f  r e sea rch  and t h e r e  a r e  a number o f  v a l i d  reasons why 

i n d i r e c t  c o s t  rates vary .  
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Some o f  you may r e c a l l  cxanples of t h i s  given i n  ou r  r e p o r t :  

-- IIeat used f o r  condi t ion ing  a l abora to ry  o r  steam 

.' uscd i n  conductin2 an  cspcrimcnt may e i t h c r  hc  

measured accu ra t e ly  and charged as a d i r e c t  cos t  

OF research  o r  charged a s  an i n d i r e c t  c o s t .  

-- Tne q u a n t i t y  o f  e l e c t r i c a l  energy used t o  l i g h t  a 

l abora to ry  o r  d r i v e  a motor a t tached  - t o  a , .$entr i fuge 

could a l so  be measured and a t t r i b u t e d  t o  a p a r t i c u l a r  
\ L .  

research  p r o j e c t  . 
-- The cos t  o f  c leaning  a l abora to ry  could be determined 

accu ra t e ly .  . -  
Ord ina r i ly ,  de te rmina t ions  such as t h e s e  are not  made for'. j o i n t  

a c t i v i t i e s  because of t h e  la rge  c a p i t a l  investment r equ i r ed  t o  provide 

t h e  metering equipment and t h e  added personnel  necessary  t o  c p l l e c t  

and compile t h e  d e t a i l e d  information.  
\ 

Rut, when t h e  r e sea rch  p r o j e c t  i s  conducted as a sepa ra t e  

a c t i v i t y ,  t h e s e  c o s t s  Esua l ly  a re  r e a d i l y  a v a i l a b l e  and are  charged 

d i r e c t l y .  

There are d i f f e r e n c e s  a l s o  i n  t h e  missions o f  t h e  i n s t i t u t i o n s ,  

t h e  n a t u r e  o f  t h e i r  r e sea rch  p r o j e c t s ,  t h e i r  methods o f  ope ra t ion ,  

and t h e  manner i n  lthich they  a r e  organized t o  perform re sea rch .  

Accordingly, t h e  amount of  i n d i r e c t  cos t  incur red  will vary  consider-  

ab ly ,  and p rope r ly  so.  

. F r i n g e  b e n e f i t s ,  p l a n t  r e p a i r s ,  bu i ld ing  a l t e r a t i o n s ,  and 

maintenance a r e  handled as d i r e c t  costs  by some u n i v e r s i t i e s ;  o t h e r s  

t 

handle them as i n d i r e c t  costs.  
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A t  one u n i v e r s i t y  we found t h a t  salaries f o r  shop foremen, 

chauffeurs ,  buyers ,  programiners, and s e c r e t a r i e s  whose a c t i v i t i e s  

were research  r e l a t e d  were charged as d i r e c t  c o s t s .  Where research  

i s  undertaken i n  sepa ra t e  l a b o r a t o r i e s ,  i n  s e p a r a t e  b u i l d i n g s ,  o r  

i n  f n c i l i t i c s  l oca t ed  away from t h e  main campus, t h e  tendency is t o  

charge more c o s t s  as d i r e c t  because they  can be more r e a d i l y  i d e n t i f i e d  

t o  s p e c i f i c  r e sea rch  work. 
v -  

A t  1 2  o f  t h e  13 u n i v e r s i t i e s ,  computer ope ra t ing  c o s t s  are 

d i r e c t l y  i d e n t i f i e d  t o  r e sea rch  p r o j e c t s ;  whereas, a t  one u n i v e r s i t y  

t o t a l  computer c o s t s  are charged t o  overhead. 
F 

Some u n i v e r s i t i e s  charge t h e  f a c u l t y  members' t ime t o  adminis- 
I -  

t r a t i o n ,  i n s t r u c t i o n ,  and r e sea rch ;  t h e s e  u n i v e r s i t i e s  charge those  

p o r t i o n s  of  f a c u l t y  members' s a l a r y  i d e n t i f i e d  d i r e c t l y  t o  r e sea rch  

and i n s t r u c t i o n  as d i r e c t  c o s t s  and t h e  p o r t i o n s  i d e n t i f i e d  t 9  

admin i s t r a t ion  as i n d i r e c t  c o s t .  In c o n t r a s t ,  o t h e r  u n i v e r s i t i e s  

d i s t r i b u t e  f a c u l t y  menbers' t ime s o l e l y  t o  r e sea rch  and i n s t r u c t i o n ,  

a l though admin i s t r a t ive  work may have been involved.  

\ 

From t h e s e  s e v e r a l  examples you can r e a d i l y  see why we 

concluded t h a t  t h e r e  i s  not  enough s t anda rd iza t ion  among re sea rch  

i n s t i t u t i o n s  and p r o j e c t s  t o  permit use o f  a uniform formula o r  a 

f ixed  meehod of determining i n d i r e c t  c o s t .  

We d id  conclude, however, t h a t  uniform p r i n c i p l e s  and g d d e l i n e s  

can be usefu l  f o r  determining i n d i r e c t ' c o s t ,  provided they  have 

s u f € i c i e n t  f l e x i b i l i t y  t o  enable  proper  a p p l i c a t i o n  t o  d i f f e r i n g  

circumstances i n  an  e q u i t a b l e  manner. 
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As 3 r e s u l t  of OUT s tudy  a l s o ,  we b e l i e v e  cons ide ra t ion  should 

be given t o  providing more s p e c i f i c  guidance and g r e a t e r  un i formi ty  

i n  t h e  implementation o f  t h e s e  p r i n c i p l e s  and gu ide l ines  a l r eady  

l a i d  down by the Bureau o f  t h e  Budget C i r c u l a r  No. A-21 .  While we 

do n o t  b e l i e v e  t h a t  add i t iona l  guidance o r  improved admin i s t r a t ion  

will e l imina te  v a r i a t i o n s  i n  t h e  l e v e l s  and r a t e s  o f  i n d i r e c t  c o s t s ,  
i they  should s e r v e  t o  lessen t h e  d i f f e r e n c e s ,  * '  

V .  

\de a lso  obtained information on t h e  p r a c t i c e s  and p o l i c i e s  of  

agencies  and i n s t i t u t i o n s  with r e spec t  t o  sha r ing  i n  t h e  c o s t  o f  

research  p r o j e c t s .  Both Government agencies  and educa t iona l  .'.. 

i n s t i t u t i o n s  a r e  opposed i n  genera l  t o  mandatory c o s t  shar ing .  

r e c o p i z e  t h a t  i n  some circumstances voluntary  c o s t  sha r ing  i s  

r 

Eoth . -  
t 

appropr i a t e .  Both b e l i e v e  t h a t  t h e  amount of c o s t  sha r ing  i s  g r e a t e r  

than  t h a t  which has  been i d e a t i f i e d .  . 4 4 

We i n  GAO concur i n  t h e  concept adopted i n  1966 t h a t  c o s t  

shar ing ,  t o  t h e  e x t e n t  t h a t  shar ing  i s  r equ i r ed ,  should be  re la ted 

t o  t h e  t o t a l  c o s t  o f  a p r o j e c t .  We be l i eve  t h a t  cons ide ra t ion  of  t h e  

i n r e r e s t s  o f  t h e  Government and t h e  i n s t i t u t i o n s  involved make it 

h igh ly  d e s i r a b l e  t h a t ,  wi th in  t h e  r e q u i r e m e n k - e s t a b l i s h e d  by t h e  

Congress o r  t h e  execut ive  branch, t h e  amount o f  c o s t  sha r ing  be 

f l e x i b i e - - a  matter f o r  nego t i a t ion  between t h e  r e spons ib l e  Government 

agency and t h e  g ran tee  i n s t i t u t i o n .  
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In  >larch, a draf-t r e p o r t  on t h e  information developed by GAO i n  

i t s  s tudy  was made a v a i l a b l e  t o  t h e  appropr i a t ions  and o t h e r  i n t e r e s t e d  

cornxiittees of t h e  Congress. The i n i t i a l  a c t i o n  on t h e  r e p o r t  was 

taken by t h e  Subcommittee;on Government Research of t h e  Senate  Comnittee 

on Government Operat ions,  which scheduled hear ings  commencing 
1 I 

.,I* 

Apri l  22 .  % A .  

A t  t h i s  hear ing ,  we s t a t e d  our  oppos i t ion  t o  t h e  imposi t ion o f  a 

uniform forrnula fo r  determining i n d i r e c t  c o s t ,  we noted t h a t  t h e r e  

a re  d ivergent  views on t h e  a d v i s a b i l i t y  o f  cont inuing  t h e  c o s t  
' 

sha r ing  requirement ,  and pointed out  t h a t  t h e s e  d i f f e r i n g  view? cause-  

r e c u r r i n g  p r o b l e m .  

Ne t e s t i f i e d  t h a t  i f  a c o n s i s t e n t  p o l i c y  i s  t o  be followed by t h e  
4 

var ious  agencies  t h e r e  w i l l  be  a need f o r  guidance from t h e  Congress, 

o r  t h e  execut ive  branch, as t o  whether c o s t  sha r ing  i s  t o  be r equ i r ed  

and, i f  so ,  t h e  general  l e v e l ,  and t h e  kinds of  r e sea rch  programs 

i n  which it will be  expected, as wel l  as t h e  degree o f  l a t i t u d e  t o  

be permieted i n  i t s  admin i s t r a t ion .  

We suggested t h a t  perhaps t h e  Harris Subcommittee could go 

deeply enough i n t o  t h e s e  matters with t h e  Government agencies  

concerned, and with t h e  r e p r e s e n t a t i v e s  of  educa t iona l  i n s t i t u t i o n s ,  

t o  enable  it t o  formulate  t h e  needed p o l i c y  guidance and t o  o b t a i n  

such approval 5y t h e  Congress o r  t h e  committees concerned as i s  

necessary  t o  r e s o l v e  t h i s  problem. 
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As an a l t e r n a t i v e ,  i f  mmdatory c o s t  shar ing  i s  t o  be r equ i r ed ,  

we expressed o u r  b e l i e f  t h a t  congressional  c o n t r o l  over  cos t  shar ing  

could be e f f e c t i v e l y  providFd with minimum admin i s t r a t ive  cost and 

burden through review by congressional  committees i n  t h e i r  l e g i s l a t i v e  

and appropr i a t ion  hear ings  of  t h e  c o s t  sha r ing  p o l i c i e s  followed by 

t h e  va r ious  ind iv idua l  agen i i e s .  On t h e  b a s i s  of  such review, t h e  

agency could be r equ i r ed  t o  make any des i r ed  r e v i s i o n s , i n  i t s  c o s t  
* 

shar ing  p o l i c i e s .  

CONGRESSIONAL ACTION IS UNCERTAIN 
, I  

P 

GAO t r ansmi t t ed  i t s  f i n a l  r e p o r t  t o  t h e  Congress on June 1 2 .  

A s  o f  t h i s  wr i t i ng ,  t h e  Harris Subcommittee has  no t  r e l e a s e d  ab r e p o r t  
. -  

on i ts  hear ings .  The e f f e c t  t h e  Subcommittee's recommendations will 

have, i f  any, on f i s c a l  year  1970 appropr i a t ions  f o r  gran t - type  

r e sea rch  cannot be s a f e l y  p red ic t ed .  

One of  t h e  first 1970 a p p o p r i a t i o n  b i l l s  t o  be ac t ed  upon by 

t h e  House provided funds f o r  t h e  independent o f f i c e s ,  inc luding  t h e  

Nat ional  Aeronautics and Space Adminis t ra t ion,  t h e  Nat ional  Science 

Foundation, and t h e  Department o f  Housing and Urban Development. 

This  b i l l ,  passed June 24 con ta ins  a provis ion  t h a t  none of  t h e  funds 

provided should be used t o  pay any r e c i p i e n t  of  a g ran t  f o r  a r e sea rch  

p r o j e c t  an amount equal  t o  t h e  e n t i r e  c o s t  o f  t h e  p r o j e c t .  

i n i t i a l  congress iona l  a c t i o n  has been  t o  r e t a i n  a requirement f o r  c o s t  

Thus, t h e  

shar ing .  
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Last y e a r ' s  effort t o  fix an overhead limitation on research 

grants took place in the Senatc, applicable to the DOD appropriation. 

It remains to be seen whether a similar attempt will be made this 

year. 
I 

S I O U L D  COST SI-IARIKG BE I\!Ac\NDATORY 

i 

Apart from advocating the use of cost sharing as $'device to 
+ .  

reduce the cost of Government research su?port ,  any consideration of 

the merits of mandatory cost sha r ing  must also consider the philosophy 

of the entire university-Government relationship in research. mere 
r 

is no doubt that the Government needs the universities' research and 

the university research organizations need the Government's support. 

, -  
b 

8 o r  is there any question that both have benefitted from their 

association. But there is a s t rong  difference,of opinion as to 

whether this mutuality of benefit should be translated to mean that 

the educational institution should share the costs of Government 

research. 

In addition to aiding the colleges and universities in carrying 

out their research function, proponents of cost sharing cite the 

fringe benefits received by the institution from Federally-financed 

research. 

and r epu ta t ions ,  retained equipment purchased with Government funds, 

These benefits accrue in the form of increased prestige 

and salaries partially borne by t h e  Government. It is also claimed 

that cost sharing enables a wider distribution of limited Federal 

research funds anong conpetent investigators and universities. 



Opponents of  mandatory cos t  sha r ing  claim t h a t  t h e  commz A t ment 

o f  funds t o  support  Federal  r e sca rch  n e c e s s a r i l y  reduces funds 

a v a i l a b l e  t o  support  Over311 i m t i t u t i o n a l  programs. i t  i s  'contended 

t h a t ,  i n  some cases ,  fu,rds are d ive r t ed  t o  support  s c i e n t i f i c  

rescarch  at t h e  expense o f  r e sea rch  i n  o t h e r  academic f i e l d s .  

The American Council on Education recommended t h a t ,  except 

i n  s ; lecial  c i rcumstances,  c o s t  sha r ing  afid marching requir'ernents 

be  e l imina ted ,  inasmuch as t h e  p r i n c i p a l  con t r ibu t ion  made by an 
z 4  

i n s t i t u t i o n  t o  Federally-sponsored r e sea rch  should be its e x p e r t i s e .  

T h i s  recommendation was contained i n  a paper  submitted i n  connect ion 

w i t h  our  s t u d y .  
r 

. -  
The argument has  been advanced a l s o  t h a t  t h e  matter o f  rgsearch  

support  should be considered as merely one element of  t h e  Government's 

o v e r a l l  involvement i n  t h e  suppor t  of educat ion,  t h a t  c o s t  sha r ing  

on r e sea rch  seems unwarranted i n  l i g h t  of  t h e  aims o f  t h e  many 
k 

o t h e r  support  programs. 

COST SHARING ON GRANTS VS. RESEARCH CONTRACTS 

U n t i l  such time as we have f u r t h e r  c l a r i f i c a t i o n  of  po l i cy ,  we 

mus t  l i v e  wi th  t h e  fac t  t h a t  t h e  Congress f o r  t h e  p a s t  t h r e e  years  

has r equ i r ed  i n s t i t u t i o n s  t o  sha re  i n  t h e  c o s t s  of  Government research .  

The Congress could dec ide  t h a t  cos t  sha r ing  on grant - type  r e sea rch  

should cont inue .  

I n  our  s tudy we noted t h a t ,  i f  rhere i s  t o  be a c o n s i s t e n t  

a p p l i c a t i o n  o f  c o s t  sha r ing  (and a p p l i c a t i o n  i s  t o  depend upon whether 
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a g ran t  o r  a con t r ac t  i s  useu) ,  t h e r e  w i l l  be  a need f o r  wel l -def ined 

and uniform Government-wide s tandards  governing t h e  use o f  c o n t r a c t s  

o r  g r a n t s  €or research .  Agencies using t h e  c o n t r a c t  instrument  €or 

r e sea rch  have not  been sub jec t  t o  t h e  mandatory c o s t  sha r ing  r equ i r e -  

ncn t s ,  a l ~ h o u g h  c o s t  sha r ing  was obtained I n  many instances by 

t h e s e  agencies .  

The Bureau of t h e  Budget r e c e n t l y  completed an incera iency  s tudy  
r, . 

o f  t h e  p o l i c i e s ,  procedures ,  terms,  and cond i t ions  used f o r  research  

p r o j e c t s  a t  educarional  i n s t i t u t i o n s .  The r e s u l t s  of  t h i s  s tudy  

have n o t  Seen made pub l i c .  I t  i s  known, however, t h a t  t h e  BOB-led 
F 

group examined i n t o  t h e  g r a n t  v s  c o n t r a c t  problem and t h e  a d v i s a b i l i t y  

of u s ing  a new instrument ,  poss ib ly  t o  be c a l l e d  a r e sea rch  agreement. 
. r -  

b 

Ne be l i eve  t h a t  t h e r e  i s  a need €or gu ide l ines  on when t o  use 

a g r a n t  and when t o  use a c o n t r a c t ,  as long as t h e  Congress ssts a 

cos t - sha r ing  requirement app l i cab le  t o  g r a n t s  bu t  not  t o  c o n t r a c t s .  

UNIFOZV CONTRACT COST PRINCIPLES 

I understand t h a t  t h e r e  i s  some i n t e r e s t  i n  t h e  p r o j e c t  f o r  d e t e r -  

mining t h e  f e a s i b i l i t y  o f  e s t a b l i s h i n g  uniform c o n t r a c t  c o s t  p r i n c i p l e s  

wlnich we a r e  making and p a r t i c u l a r l y  i t s  y e l a t i o n s 5 i p  t o  i n s t i t u t i o n s  

o f  h igher  educat ion.  

d id  n o t  exclude co l l eges  and u n i v e r s i t i e s  o r  o t h e r  nonpro f i t  o rgan iza t ions .  

%‘e were d i r e c t e d  t o  cons ider  t h e  f e a s i b i l i t y  of  e s t a b l i s h i n g  uniform 

c o s t  p r i n c i p l e s  f o r  use i n  a l l  Government procurement c o n t r a c t s  i n  

excess  of $100,000. 

The law under which t h i s  s tudy  i s  being made 

-20- 



?,'e don ' t  know a t  t h e  p re sen t  t ime j u s t  what our  conclusions 

will he--our r e p o r t  i s n ' t  due u n t i l  December of  t h i s  year--but  it 

d o e s  appear t h a t  f l e x i a b i l i t y  will he necessary  t o  meet d i f f e r i n g  

circumstances.  Ne hope t h a t  much can be accomplished i n  reducing 
r 

r h e  wide v a r i e t y  o f  t rea tment  now accorded s i m i l a r  t r a n s a c t i o n s  

under e x i s t i n g  c o n t r a c t  c o s t i n g  p r i n c i p l e s  and gene ra l ly  accepted 

account ing p r i n c i p l e s .  

under t h i s  s tudy  but  has not  been f u l l y  eva lua ted .  

Extensive d a t a  a r e  now bei'ng accumdlated 
r , .  

I t  seems apparent  t h a t  t h e  maximum degree o f  un i formi ty  and 

cons is tency  o f  treatment compatible with equ i ty  under t h e  varying 

circumstances would be a h igh ly  d e s i r a b l e  ob jec t ive .  

however, t h a t  t h e r e  a r e  b a s i c  d i f f e r e n c e s  i n  t h e  r e l a t i o n s h i p s  i n  

v 

I do b e l i e v e ,  . -  
6 

con t rac t ing  with u n i v e r s i t i e s  as compared with commercial e n t e r p r i s e s  

which need t o  be recognized.  For one th ing ,  u n i v e r s i t i e s  normally 

do no t  r e c e i v e  a fee or p r o f i t  on t h e  work they  do f o r  t h e  Government, 

whereas commercial e n t e r p r i s e s  o r d i n a r i l y  a re  pa id  such a f e e  

o r  p r o f i t .  This  f e e  o r  p r o f i t  al lowance permi ts  d i f f e r e n c e s  i n  t h e  

c o s t  p r i n c i p l e s  which may be used. For i n s t ance ,  i n t e r e s t  i n  essence 

r e p r e s e n t s  a c o s t  o f  providing c a p i t a l  very similar t o  dividends and 

s i n c e  dividends obviously should not  be allowed as  a cos t  o f  c o n t r a c t  

performance, t h e  usua l  p r a c t i c e  i s  not  t o  a l low i n t e r e s t  as an  al lowable 

c o s t .  The f e e  o r  pr 'o f i t  allowed a commercial concern can t a k e  t h i s  

into cons idera t ion .  However, t h e r e  i s n ' t  a f e e  o r  p r o f i t  provided 

i n  c o n t r a c t s  with nonpro f i t s  and t h i s  avenue i s  not  a v a i l a b l e  t o  
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compensate f o r  t h e  disal lowance o f  i n t e r e s t  which .is gene ra l ly  

recognized a s  a l e g i t i m a t e  c o s t .  

T'ne a l l o w a b i l i t y  of  i n t e r e s t  under c o n t r a c t  and  g r a n t s  with 

educa t iona l  i n s t i t u t i o n s  appears t o  mer i t  f u r t h e r  thought .  There 

appears  t o  be some cases i n  which t h e  schools  i n v e s t  funds s p e c i f i c a l l y  

f o r  Government research  and incu r  i n t e r e s t  c o s t  o r  l o s e  endowment 

fund income, y e t  they  c a n ' t  recover  t h i s  c o s t  o r  l o s s  of  income 

! under t h e  e x i s t i n g  c o s t  p r i n c i p l e s .  * '  

. . .  
Some cons ide ra t ion  of  t h i s  i nequ i ty  will be necessary.  Perhaps 

i t ' s  a matter f o r  nego t i a t ion  i n  ind iv idua l  ca ses  r a t h e r  than general  

adopt ion o f  a l l o w a b i l i t y  of  i n t e r e s t .  

c e r t a i n l y  be some problem w i t h  any p r a c t i c e  o f  a l lowing i n t e r e s t  

g e n e r a l l y  on a l l  o f  t h e  c a p i t a l  investment involved i n  an educa t iona l  

I b e l i e v e  t h a t  t h e r e  would 
r 

. -  
L 

i n s t i t u t i o n .  Nuch o f  t h i s  c a p i t a l  came from r a t h e r  nonconventional 

sources  i n  t h e  sense t h a t  much of it was donated. The r e l a t i o n s h i p  

i s  a b i t  unique a l s o  i n  t h e  sense  t h a t  t h e r e  i s  some element of 

mutua l i t y  of  b e n e f i t  in t h e s e  programs. The r e s u l t i n g  concept of  

c o s t  sha r ing  i s  f u r t h e r  evidence t h a t  a d i f f e r e n t  a t t i t u d e  toward 

c o s t  d e t e r x i n a t i o n  may be necessary.  
L Q / Y  k i J / O f l  

A l l  t h a t  I have s a i d  t h i s  evening concerns,  e s s e n t i a l l y  t h e  

ques t ion  I r a i s e d  i n  the  beginning: How do we g e t  t h e  most 

know1 edge from t h e  money we have a v a i l a b l e  f o r  government -sponsored 

research i n  t h e  u n i v e r s i t i e s  and colleges? This  i s  t h e  reason 

ques t ions  a r e  being asked  i n  t h e  Congress--questions as we have 
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seen sonistines d i f f i c u l t  t o  answer adequately.  

nore  r e t u r n  on each d o l l a r  o f  investment i n  research?  The more 

a s t u t e l y  you can answer tha-t ques t ion  t h e  less  you will have t h e  

I!ow do we ge t  

Congress inqu i r ing  i n t o  your a c t i v i t i e s ,  a s  the GAO h a s  been obl iged  

t o  do r e c e n t l y .  In  a very rea l  sense ,  t h i s  i s  t h e  p o l i t i c s  o f  

h o w l  edge. I 

In  o t h e r  words, it i s  good p o l i t i c s  t o  be sound managkrs. 
Y .  

I wondcr, i n c i d e n t l y ,  how many of you th ink  o f  yourselves  as managers. 

Perhaps, t h e  term "manager" may not  sound appropr i a t e  f o r  t h e  

academic world. S u i t a b l e  o r  n o t ,  I can a s su re  you it  i s  most .:) 

important .  
r 

. %  In  h i s  cu r ren t  book "The Age of Discont inui ty"  7 
. -  

t?ie economist and management consu l t an t ,  Peter F. Drucker, makes 

t h i s  same p o i n t .  

t o  Our Changing Society" and I w i l l  c l o s e  by quot ing  from it as 

The book i s  appropr i a t e ly  s u b t i t l e d  "Guideljnes 

follows : 

"We need something t h a t  h ighe r  ednca t ion ,has  

never known it needs: we need managers. The seve ra l  

d i f f e r e n t  kinds of people  i n  t h e  f a c u l t i e s  have t o  be 

organized i n t o  one i n s t i t u t i o n .  Yet t hey  have t o  be 

organized f o r  a v a r i e t y  of  func t ions .  Each o f  t h e s e  

men w i l l  have t o p e  a b l e  t o  achieve  h i s  own purposes 

and t o  ob ta in  h i s  own s a t i s f a c t i o n  from h i s  work. 
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"And then s t u d e n t s  needs and s tuden t s  ' d e s i r e s  

will have t o  be i n t e g r a t e d  with t h e  o t h e r  un ive r s i ty  

func t ions .  

"This r e q u i r e s  high managerial  a b i l i t y .  The 

university may well  o f f e r  t h e  most cha l lenging ,  t h e  

most  d i f f i c u l t ,  but  a l s o  t h e  most needed o f  a l l  

a managerial tasks  around today." * I  

rD ' 

Thank you a l l  f o r  your kind a t t e n t i o n  t o  an overlong t a l k  on 

such a complex t o p i c .  Now I understand t h a t  questions are  i n  

o r d e r  and I will be happy t o  try and answer any you may have. . <:., 

f 

i : n "  a it T -  

% 

. 
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